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WASHINGTON - A retired federal 
judge has concluded that there Is no reason 
for Attorney General William Barr to ap- 
point a special prosecutor to investigate 
allegations of obstruction of justice and 
a coverup in the handling of the Banca 
Nazionale del Lavoro fraud case. 

Calling the Justice Department’s role in 
the case “almost perfect,” Judge Freder- 
ick Lacey attacked the media as well as 
Rep. Henry Gonzalez (D., Texas), chair- 
man of the House Banking Committee, 
for making what the judge termed libelous 
allegations that Bush administration offi- 
cials misled the prosecutors involved in the 
tangled case. 

“Many decent people have had their 
careers tarnished and their reputations 
stained by being charged with being cor- 
rupt, being part of a ‘coverup.’ These are 
baseless charges, and you have been taken 
by them,” he told reporters at a news 
conference where he announced his find- 
ings. 

Mr. Lacey, a Republican, was ap- 
pointed by Mr. Barr on Oct. 16 to investi- 
gate allegations about the case, which the 
Justice Department once described as “the 
biggest bank fraud in U.S. history.” After 
visiting Italy, interviewing many of the 
officials involved, and using the Federal 
Bureau of Investigation to follow up nu- 
merous leads, the retired judge said that 
he found “no signs of political pressure” on 
the Atlanta prosecutors handling the 
case. 

He also said he was "certain” that 
officials at the headquarters of the govern- 
ment-owned BNL in Rome didn’t know 
about $2.1 billion in loans made by the 
bank's Atlanta branch to Iraqi operatives 
who poured the money into Iraq's drive to 
develop nuclear and chemical weapons, as 
well as missiles and guns to fire them. 

Mr. Lacey's findings, which drew im- 
mediate criticism from Rep. Gonzalez and 
other Democratic leaders in Congress, is 
likely to set the stage for a congressional 
probe of the case that is often referred to as 
"Iraqgate.” 

Rep. Gonzalez angrily claimed that Mr. 
Lacey “was intended to be a shield to help 
Attorney General Barr buy more time in 
his coverup campaign.” And Democratic 
Rep. Charles Schumer of New York was 
even more caustic. “If Lacey is being paid 
by the pound,” he said, “then this report is 


worth its weight in gold, because there’s 
barely an ounce of sense in it.” 

The chairmen of the House and Senate 
judiciary committees, Rep. Jack Brooks of 
Texas and Sen. Joseph Biden of Delaware, 
vowed they would again seek an indepen- 
dent counsel to investigate the matter 
after the Clinton administration takes 
power. 

President-elect Bill Clinton, who called 
for the appointment of a special prosecutor 
during the campaign, will have trouble 
obtaining one because the law authorizing 
special prosecutors expires next Tuesday, 
and it could take months for Congress to 
agree on terms for a new one. Republican 
leaders, angered by the actions of a 
special prosecutor in the Iran-Contra case, 
have threatened to filibuster the meas- 
ure. 

Mr. Lacey released a 190-page report 
supporting his conclusion that the Justice 
Department didn't mishandle the case. A 
second report, in which he found fault with 
the Central Intelligence Agency and its 
failure to provide secret documents to the 
Atlanta prosecutors, wasn’t made public 
because both the CIA and the Justice 
Department consider it to be classified. 

The retired judge’s only critical find- 
ings centered on intelligence cables that 
indicated officials of the Rome bank may 
have had some knowledge of the suppos- 
edly unauthorized loans to the Iraqis by 
Pierre Drogoul, the manager of BNL- 
Atlanta. He blamed a “societal clash” 
between the CIA and the Justice Depart- 
ment on the failure to produce all of the 
CIA’s evidence. 

Asked whether the still-secret CIA 
cables might have changed the indictment, 
Mr. Lacey was vague about their contents, 
contending that some involved “double or 
triple hearsay” and that one was flatly 
wrong. 


